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Collaboration

e North American Free Trade
Agreement (NAFTA) celebrated
its 20th anniversary in 2014. Bom in 1994, NAFTA was designed
to make rules more market-friendly to facilitate more trade and
investment among its three member countries. In response,
smart companies have taken advantage of the changed rules of
the game to build expanded supply chains across NAFTA inan
effort to enhance their global competitiveness.

While the maiden flight of the Learjet 85 in April 2014 was
acoincidence, how Canada’s Bombardier took advantage of
NAFTAand tapped into the comparative advantage of the three
member countries is a shining new example of how high NAFTA
can soar. In 1990, Montreal-based Bombardier acquired Wichita,
Kansas-based Learjet. Although in the aerospace industry
Bombardier s the world's third largest player,itis dwarfed by the
two giants Boeing and Airbus. In the business aviation market,
Bombardier competes intensely with Beech Hawker, Cessna, and
Guifstream from the United States, Dassault Falcon from France,
and Embraer from Brazil. Boeing and Airbus have also elbowed
their way into this market for smaller airplanes by dressing up
the smallest of their large jets (such as Boeing 737 and A320) as
businessjets. Honda has jumped in with Hondalet. Although
business aviation seems glamorous, its customers are the most
demanding ones in the world. Evidenced by the fate of European
rivals such as de Havilland, Fokker, and Short Brothers, crash
landings (bankruptcies) are frequent. Firms need strong muscle
to survive the brutal skies.

In 2007, Bombardier launched an innovative new
eight-seat model, the Learjet 85. In 2010, it opened a $250
million, Learjet 85 aircraft component manufacturing facility
in Querétaro, Mexico, which was inaugurated by President

GLOBAL 3

Launching the Learjet 85: A NAFTA

Felipe Calderdn. The state-of-the-art factory makes the
cockpit fuselage, and tail sections of the Learjet 85. Instead

of oily smells and the noisy sound of hammering, the factory

is amazingly quiet. Technicians wear facial masks to workin a
dust-free room. Instead of metal, the airplane uses carbon fiber,
whichis cut by laser. The carbon fiber s then baked in a giant
oven to make a seamless combined section for the cockpitand
thefuselage.

Except some parts of the wing made by another
Bombardier unitin Belfast, Northern Ireland, UK, the Learjet
85 represents the fruit of NAFTA collaboration. The engine s
designed by Pratt & Whitney in the United States and s made
in Canada. Made-in-Mexico airframes are shipped to Wichita,
Kansas, where Learjet's headquarters s located, for final
assembly and testing prior to being delivered to customers
In short, the Learjet 85 s a high-flying example of  successful
NAFTA endeavor. Such trilateral collaboration would not have
taken place in the absence of NAFTA.

When the $250 million investment in Mexico was first
announced, Bombardier employees in Montreal and Wichita,
where the Learjet would have been made had NAFTAnot
been around, complained. However, given the bankrupcies
of anumber of old European rivals and the emergence of new
entrants from China, Japan, Russia, and South Korea, Canadian
and American employees came to appreciate that if outsourcing
some manufacturing to Mexico reduces cost and helps ensure
Bombardier's future, it would also help safeguard their jobs in the
long run
‘Sources: "Deeper, better, NAFTA," Economist 4 January 2014,8; "Ready to take off again?”

Economis 4 anuary 2014, 23-25;Three countriesorone continent? Economis, 4
October2014,44





